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PRELIMINARY ECONOMIC STATEMENT RELATING TO HOPS PRODUCED _ 


IN OREGON, CALIFORNIA, AND WASHINGTON 


Summary 


Te Commercial hop production in the United States is confined to . 
Oregon, California, and Washington. Since 1933, approximately 50 per cent 
of all reported production originated in Oregon, 26 per cent in California, 
and 24 percent in Washington. 

ee There are approximately 1,300 hop growers producing hops commer- 
cially in the Pacific Coast States. 

3. Since 1932, production has averaged approximately 44,000,000 pounds 
annually. 

4, Hop yields per acre in Oregon, California, and Washington, during 
1928 to 1937, averaged 962 pounds, 1,616 pounds, and 1,757 pounds, respec— 
tively. 

5. During the past five years, imports of hops have averaged epproxi- 
mately 7,500,000 pounds. Imports during the 1937-38 season will amount to ap- 
proximately 9,000,000 pounds. Exports normally averaged approximately 6,000,000 
pounds per year and will be approximately cqual to that in 1937-38. 

6. Total anmal supplies available for the domestic market during 1933~ 
44 to 1937-38 averaged approximately 51 million pounds. Consumption of hops 
by brewers during the past five years averaged 33.4 million pounds. 

7. Farm prices in 1938-39 will need to average approxinately 31 cents 
per pound to give hop growers a purchasing power equivalent to that prevail 
ing during the pre-war base period 1910-1914, Farm prices in 1937-38 averaged 


16.7 cents per pound or approximately 53 per cent of purchasing power parity. 


ee 


8. With eee export outlets and with donestic use closely re- 
lated to the production of fomented malt 14duen Menon demand for hops 
is inelastic. That is, sales are not proportionately increased by reductions 
iniprices Restricting the sale of hops within reasonable linits will tend 
not only to increase unit prices to levels closer to purchasing power parity, 
but to result in a greater return to the industry as a whole than would 


otherwise prevail. 


ee 


IN OREGON, CALIFORNIA, AND WASHINGTON 


Area of Production 

Commercial hop production in the United States is confined to Oregon, 
California, end Washington. According to industry information, small quan- 
tities are grown in certain other states but no official records are avail- 
able of production in areas outside of the three Pacific Coast States. Since 
1933, approximately 50 per cent of all reported United States production has 
originated in Oregon, 26 por cent in California, and 24 per cent in Washington. 
There are approximately 1,300 hop growers in these three states, with a total 
acreage in 1937 of 34,100 acres. 
Production 

In consequence of a rapid increase in acreage since 1932, United States 
hop production is now at a higher level than at any time since 1916. Due 
partly to reduced acreage and partly to very low yields, production in 1936 
emounted to only slightly over 25 million pounds. Excluding this year produc- 
tion since 1932 has averaged approximately AA million pounds, as compared with 
average annual production of 27.4 million pounds during the preceding ten 
years. 
Yield per Acre 

During the past ten years, ooo COME as inclusive, hop yields in the 
three Pacific Coast TOE averaged 1,200 pounds per ACTCe. production per acre 
in Oregon, California, and Washington, during this period, averaged 962 pounds, 
1,616 pounds, and 1,757 pounds, ees err Date, of berupater eroero. 


production, and yield in these states aro shown in detail in table I. 
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Imports and Exports 

Imports of hops during the past five years averaged approximately 7.5 
million pounds, but were subject to considerable variation during this period, 
varying from slightly over 5 million pounds in 1934-35 to over 11 million 
pounds in 1936-37. Imports -during the current season, 1937-38, are lower than 
those in the preceding year ane on the basis of data now available, will 
amount to approximately 9 million pounds. 

Exports of hops from the United States averaged approximately 6 million 
pounds during 1933-34 to 1937-38. Consequent mainly enethe short crop in 
1936, exports in 1936-37 were sharply reduced, amounting to less than 3 nil- 
lion pounds as compared mith an average of nearly 7 million pounds during 
1933-34 to 1935-36. On the basis of exports through March, 1938, exports nay 
be expected to total approximately 6 million pounds in 1937-38. United States 
imports and exports of hops since August 31, 1920, are shown in table II. 

Consequent upon the widespread production and market control prograns 
and high tariff rates adopted by practically all European countries, the ex- 
port outlet for United States hops has been limited during recent years. In 
the absence of adverse production conditions in foreign hop producing countries, 
it appears that total season exports of donestic hops during the immediate 
future will not exceed fron 6 nillion to 7 million pounds. With donestic pro- 
duction at the current level--approxinately 44 nillion pounds annually--the 
export narket thus provides an outlet for about 15 per cent of the total new- 
crop supply. 

Available Supplies 


During the past five seasons 1933-34 to 1937-38, donestic hop production 


Table Tt 


United States Foreign Trade in Hops 


1920-21 to 1936-37 


Year : : 
Beginning : Imports Exports : Net; Net 
Sept. 1 , Imports , Exports 
cr anton 2 Mitte 4 
=< $housends of pounds - - = 
1920-21 3,671 22,003 = 18, 332 
1921-22 974 19, 360 -- 18, 386 
1922-23 1,368 15,787 = 14,419 
1923-24 574 19 ae ~~ 18,545 
1924-25 482 16,096 <a 15,614 
1925-26 569 14, 553 a= 13,984 
1926-27 A771 L2,026 od 13,045 
1927-28 733 Lie Dee -- 10, 829 
1928-29 688 8,865 —— 8. Ler 
1929-30 944 6,761 -— Bol 
1930-31 1,040 5, 565 -— 4,525 
1931-32 1,294 3,802 a 2,508 
1932-33 4,963 2,443 ZR, O20 a 
1933-34 slevet) ral ®) -= Oo. OCL 
1934~35 5,194 6,772 ee 1,578 
1935-36 6,535 6,184 SOL ni 
1936-37 11,026 Qetig 8,307 or 
1937-38 7413/1 5,266/1 2,147/1 
aie Micmac Tnaludine: March,» 1938. ils sini eee 


Source of data: U. S. Dept. Commerce. Commerce and Navigation 
Reports and Monthly Summaries of Foreign 


Commerce. 
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averaged over 40 nillion pounds of which 38.1 nillion pounds were harvested. 
Average annual exports during this period, anounting to 5.9 nillion pounds, 
were more than offset by hop inports averaging 7.5 million pounds annually. 
Average 'current! supplies thus amounted to approxinately 329.8 million pounds. 
During this period, however, growers! stocks Socks sharply increased. Includ- 
ing these carryover stocks, the total annual supply available for the donestic 
market during the past five years averaged over 51 nillion pounds annually. 
Stocks 

Practically the entire domestic market for hops is in the beer browing 
industry... Consumption of hops by brewers, during the five-year period 1933-34 
to 1937-38, averaged approximately 23.3 million pounds annually, a volume 
substantially below the current level of production and of available supplies. 
Continuance of the relatively high level of production resulted in the accumu- 
lation of burdensome stocks. Total stocks in growers! hands on September 1, 
which averaged approxinately 2 million pounds during 1931-32 to 1933-34, in- 
creased to an average of nearly 16 million pounds during 1935-36.to 1936-37. 
Growers' stocks of old hops on September 1, 1937, amounted to 15.5 million 
pounds, of which 13.2 million pounds were of 1924 or ee ae Notwith- 
standing the reduction of growers’ stocks by the diversion, in 1937, of 17 
million pounds of old hops, total stocks in all positions in the United States 
as of March 1, 1938, amounted to 42.9 million pounds./1 The supply and dis- 
position of hops grown in Oregon, California, and Washington are given in detail 
in tabler ils. 


/1l. U. 8. Dept. Agr., Bur. Agr. Hcon., Federal-State Market News Service. 


Special Hop Market Review, May 13, 1938. 
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Purchasing Power Parity 


With the exception of one season, prices received by hop producers dur- 
ing the past decade have been considerably below the level necessary to af- 
ford to producers of hops the purchasing power per unit that they had during 
the period 1910-1914. | | 

During the ign period 1928-29 to 1937-38, farm prices of hops 
averaged 17.7 cents per pound Aa represented, in terms of purchasing power, 
54.7 Per conte: parity. As a result of speculative activity before and for 
sometimes following repeal of the prohibition law, farm prices were above par- 
ity in 1933-34, hop prices in this season averaging 30.4. cents per pound. 
During the following pie farm prices one ed 7. 6 cents per pound 
with an average amehagitts a 46 per cent below Peet tas Farm prices in 
1937-38--averaging 16.7 et eran pound-—were approximately 47 per cent below 
parity. According to ere eontecabimatast farm prices in 1938-89 Ist average 
oli cents per pound to give hop growers a purchasing power equivalont to that 
prevailing during 1910-1914. Farm prices for hops, with comparative parity 
prices during recent years, are shown in table IV. 

Interstate Shipments 

Normally, at least 90 per cent of all domestic hops move directly or 
indirectly. in interstate and foreign commerce. According to the Bureau of 
Internal Pema 37,004,749 pounds of hops shad Stes were used in the 
manufacture of fernonted malt, Liquor within the United States during the year 
Beso) oe aoe thi rantuntine 469)552 woundalor! 6v67 per cont of 
the total were consumed within Oregon, California, and Washington, and 
$4,535,197 pounds or 93.33 per cent of the total were consumed outside of these 


states. 


Average 
1910-1914 


1928-29 
1929-30 
1930-31 
1931-32 
1932-33 
1933-34 
1934-35 
1935-36 
1936-37 
1937-38 


1938-39 


a BS 


Table IV 
Farm Price and Purchasing Power Parity of Hops 


Grown in the United States 


pi a a a 


; to) “AI NOOR AOL! : Actual Prices ; Actual 
Farn : Prices Paid ; Purchasing : Abovo (+) or : Price as a’ 
Price : by Farners 3; Power ; Below (-) : Percentage 
% ya, p Parity : Parity Scolari 

1 jeg ulate Dag ah dan <lge ree eT 
cents por 1b. per cent — cents per pound - per _cent 
lowe 100.0 pe) -- 100.0 
LoS 167.0 399 =O. Cae 48.4 
Lie al a babexays 38.9 ~1eleD 29.3 
14.8 146.2 34.9 - 20.1 42.4 
Toad 126.35 30.2 - 16.4 4567 
Line DL gd rt es) - 10.1 63.4 
30.4) leo 30.1 aS ap iS: 101.0 
a os 131.3 31.4 = LOgd 46.2 
9.8 ey ahs 30.4 Sa ALO 32.2 
o7.4 134.6 ooee - 4.8 Astsi8 h 
res 131.2/2 31.4 sal sly 53.2 

130.0/3 EAA 


1a Soptembor:-August, including interest and taxes pay@ble on real estate. 


2. Hight 2 pit ee 
Oe May, 1938. aa UR ‘ R Sri eee 


source of. 


months average to end including April. 


data; Col. 1; 1910-14, U. 8. Dept. Agr., Yearbook of Agriculture, 
1919;553, arithmetic average of prices quoted. 1927-28 to 1932-33, 
U. S. Dept. Agr., Yearbook of Agriculture, 1934:570. 1933-34 to 
1934-35, U.S. Dept. Agr., Bur. Agr. Econ., Market News Service, Hay, 
Feed, and Sced Division. Hop Market Review, February 14, 1935, = 

Col. 2; U. & Dept. Agr., Bur. Agr. Econ., Index numbers of at 
prices paid by farmers, interest and taxes payable per acre of farm ~~ 
real estate, by months, March, 1923 to date. 

Col. 3; Farm price 1910-14 multiplied by column ‘2. 

Col. 4; Column 3 mimus column 1. 

Col. 5; Column 1 divided by column 3, 


Y 


"The Ronen for fone is closely related to the manufacture of fermented 
liquor. Except for a small volume of hops used for Pee ee Sar tees ¢ purposes, 
brewing--for which hops are an essential item--constitutes practically tho 
only remunerative commercial outlet for hops. The cost of hops for brewing 
represents, however, a very small part of the total cost of producing beer. 

On the basis of 1934 brewing costs, /1 hops costing 20 cents per pound to 
brewers constituted slightly over 1 per cent of the final cost of beer. An 
increase in the cost of such hops to 50 cents per pound increases the cost to 
brewers of this item to only about 2 per cent of the total cost. 

Exports, which under the proposed marketing agreement constitute a part 
of the growers! salable tonnage, exert an important influence on prices re- 
ceived by growers by reason of their effect on the volume available for the 
domestic market. Restriction of sales in foreign markets results, other things 
being equal, in an increase in the tonnage which must be disposed of through 
domestic channels, and vice versa. The inflexibility of brewers! demand for 
hops results in a change in domestic hop prices more than proportionate to 
such changes in supply, and makes the price received by growers particularly 
sensitive to changes in the export market. 

With exports curtailed and with domestic use closely related to the 
production of fermented malt liquor, the demand for hops is necessarily in- 
elastic. For the :reason that the use of hops is highly specialized, sales are 
not proportionately increased by veauetions in price. Thus supplies in ex 


cess of brewing reduirenents can be sold only for inventory or speculative 


[i. Data of brewing costs collected by the Code Authority of the Brewing 
Industry of the United States. 


gs ee 


purposes. By reason of the same situation, hop prices are subject to marked. ...2<.-- 
increase when supplies are less than customary requirements for brewing and 
are susceptible to increases more than proportional to the decrease in sup- 


ply. 


STATISTICAL APPH NDIX 


Table V 


Principal Hop Producing States in the United States 


1930 - 1937 
Dee Crop uot. U.S. Oregon : California: Washington * 
ae :Produc- :Produc- :Per Cent:Produc- : Per Cent:Produc- : Per Cent 
: tion 2 tion sof Total: tion : of Total: tion :of Total 
ne ee Se ee SE . 
1,000 1,000 per 1,000 per 1,000 per 
pounds pounds cent pounds cent pounds cent 
1930 25,447 T4330) 16li2 5,445 25.8 3, 652 ARS Pas) 
1931 26,410 16,988 64.3 5,550 21.0 3,872 Laev 
1932 24,058 125020) see) 6, 600 27.4 4,438 18,5 
i noes 39,965 21,5650 eae0 10, 560 26.4 7,840 19.6 
1934 43,952 20,700 47.1 11,250 2B.0) sbanOUcr, 27.3 
1935 47,746 25,792 654.0 11,040 Poel LOSGLe 22.9 
1936 25,156 11,130 44.2 6,750 26.8 7,276 28.9 
1937 44,399 G2,060 55.2 11,084 25.0 8,785 1948 


——— eee 


source of data: 1930 to 1934, University of California Agricultural Exten- 
sion Service, "Statistics presented in connection with a proposed 
marketing agreement for hops produced in California, Oregon, and 
Washington", W. C. Ockey, D. W. Smythe, and F. R. Wilcox, January 1935. 
1935 to 1937, U. S. Dept. Agr., Agricultural Statistics 
1936: 194, and 1937: 232. 
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Table VIIL 


Imports of Hops into the United States 


by Countries of Origin, 1910-1937 


Years ending June 30, 1910-1917; Calendar Years 1918-1937 


~ Other : All 

Year Czecho= Germany : Buropean ; £Other Tote) 

ag ___ Slovakia/1 Countries :;:. Countries Imports 
ie 2 3 4 5 

pounds pounds pounds pounds pounds 
1910 —- 2,059,484 1,141,027 49 3,200, 560 
1911 -- 5,249,130 3, 400, 764 1%, OaC Se S57 500) 
1912 -- 1,770,620 bs 2193 205 1,400 Pe Se arate: 
1913 -- 5,044,424 3,449, 707 1s 8,494,144 
1914 -- 2,868,370 2, 500, 723 12,932 besa, 0co 
1915 St FO), OCG, pO; Gil (4 Lew 3, 821 Oe letersi: 
1916 =~ 358, 564 317,140 -— “8/675, 70% 
TOG? -- 14, 000 cel, 064 Teereb 246, 849 
1918 as -- Tei ell Tate 121,288 
1919 -- 153,379 514,054 -- 467,433 
1920 1,705,353 1,374,647 2,792,430 77,069 5,949,499 
r 1921 367, 820 812,196 420,367 28,546 If628., 929 
1922 faomOre 456,950 19,041 1,380 1,200, 943 
1923 6da, 000 327,993 13,790 43,527 1,017, 865 
1924 vee EAS, 50, Lo 6,000 BD teck 406,250 
1925 404, 643 99, 341 Shel ae 14,701 592,458 
1926 SLO POSE ell, 268 42,874 551 567, 744 
1927 324, 629 213, 894 Loe og0 -e 554,113 
1928 317,810 136,225 75,480 1,472 580, 985 
1929 376,870 ISA Pal Ce eGAS) 16,006 764,630 
1930 451,218 622, 547 isp tele, 9,498 1,098, 643 
1931 291, 854 ioe LOr 12,478 900 WO SS: 
1932 bce, 694 922,693 Ika rgstore 557 Leia teite! 
1933 1,834,205 3,613,639 132,455 357,207 5,937, 506 
1934 PENG eo 9o,000, Clr 647, 739 4,209 BY 120), 900 
1935 e, 0c 99S 21143872, 068 848 ,927 21,806 5,e7e, 794 
1936 4,026,875 2,344,297 2,484, 387 Dodie Selo. (io 
1937 177312519" *2y8Ve" 591 100,979 10,020, 768 


Source of data: 


en ee Se . - -  - 


Dy O67, 79 


its Included in "Other European Countries". prior to 1920. 


Foreign Commerce and Navigation of the U. S. Data for years 
1910 to 1929 are compiled and published in "An Economic Study 
of the Hop Industry of Oregon". Data for 1933-34. crop year, 
from Market News Service. 1933-37, U. &. Dept. Agr., Bur. 
Agr. Econ., Foreign Agricultural Service. 
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Table xX 


Consumption of: Hops by Breweries 


aa Year Beginning : Anount 
FF nid . ote July 1 
——-_—_-___.. : 1 5 
1910-11 45,069 
1911-12 42,437 
1912-13 44,238 
1913-14 43 ,988 
1914-15 38,339 
1915-16 37,452 
1916-17 41,959 
1917-18 33,481 
1918-19 13,925 
1919-20 6,441 
1920-21 5,989 
1921-22 4,453 
1922-23 4,556 
1923~24 3,815 
1924-25 3,256/1 
1925-26 3,426/1 
1926-27 3,149/1 
1927-28 5,0717. 
1928-29 2,735 
1929-20 2,627 
1930-31 2,197 
Loses 1, 841 
1) 1932-33 sare ed 
a 1933-34 £6,235 
1934-35 31,773 
die 1935-36 34,516 
1936-37 37,005 


7. Not including 57,936 pounds in 1924, 71,508 
pounds in 1925, 960 pounds in 1926, and 6,294 
pounds in 1927 used in the manufacture of dis- 
tilled spirits. 


Source of data: 1910-11 to 1935-36, U. S. Dept. Agr., 
Agricultural Statistics 1937:231. 
1936-37, U. S. Treasury Dept., Alcohol 
Tax Unit, "Statistics on Fermented Malt Li- 
quors and Cereal Beverages. Fiscal Year 
ended June 30, 1937", 
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Table XI 
Estimated Cost of Production of Hops Grown in Sacramento 


and Sonoma Counties, California, 
with Varying Yields per Acre/1 


_—_—_ 
—_—_—— SS 


:_ Sacramento County ‘Yields of: Sonoma County : Yields of 
Item : 7 Bales :8 Bales ; 9 Bales j$7*Bales™ 8) patesy 3 Glbares 
; per Acre :per Acre sper Acre :per Acre :per Acre : per Acre 
7 i Cm LR nes 
cents per cents per cents per cents per cents per cents per 
pound pound _ pound pound pound pound 
Labor costs 12.0 11.4 10.9 100% AG psst 9.7 
Cost of materials Bad 2.0 AS.) 3.6 Si 2.8 
Cash overhead 3.0 2.6 2.4 2.6 2.5 2.0 
Total Cash Costs 17.3 16.0 ose Lv oes 14.7 
Depreciation on 
vines & Equipment 1.6 1.4 Lee i Ley ah tS) 
Total cash and 
depreciation 18.9 17.4 16.0 12.0 17.4 16.2 


Interest at 6 per 

cent on $600 invest- 

ment on land, vines 

and equipment 2.6 2.8 2.0 3.4 3.0 mat 


Total cost of 
Production PALES 19.7 Lees 22.4 20.4 18.9 


Total cost with 

interest at 6 

ber centson in- 

vestnent of $800 22.3 20.4 19.0 21.6 7 pices 


1 Yields in bales of 200 pounds dry weight. — 


Source of data: Secured from representative growers and published in University of 
California, College of Agriculture, Agr. Ext. Serv. Statistics 
presented in connection with a proposed agreement for hops produced 
in California, Oregon, and Washington, Berkeley, California, 
January, 1935. 
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Table XII 


Hops and Hop Extract used: in the Production of Fermented 
Malt Liquor, Year ending June 30, 1937, by States 
Ranked in Order of Pounds Used 


States 


——— 


Within the producing area: 


California 
Washington 
Oregon 


Total within producing area 


Qutside the producing area: 


Source of data: 


New York 
Pennsylvania 
Wisconsin 
Ohio 
iplinois 

New Jersey 
Michigan 
Missouri 
Minnesota 
Massachusetts 
Indiana 
Maryland 
Kentucky 
Rhode Island 
Connecticut 
Texas 
Louisiana 
Nebraska 
Florida 
Colorado 
Montana 

Iowa 
Virginia 
Georgia 
Tennessee 
Oklahoma 
Utah 

New Hampshire 


North Carolina 
District of Columbia 


West Virginia 


All Others (9 states) 


Total outside producing area 


GRAND TOTAL 


U. S. Treasury Dept. 


Sent ee ee a 
efi. Mpa acerca Ui er inne 


Pounds 


3 


1,810,264 
575, 466 
83, 802 


2,469, 5&2 


6,264, 7118 
As261 1447 
B,407, O51 
2,624, BCL 
2,315, 744 
2,310, 3638 
1,985, 8294 
1,936, 504 
1,462,317 
1,414, 90\5 
1,284, 4017 
883, 8469 
678, 7885 
633, 7708 
517, 345 
488, 485 
473,090 
276,134 
193,964 
158,214 
116,693 
114, 044 
94,763 
87,014 
86, 784 
76,904 
67, 352 
57,010 
56,041 
48, 267 
38, 667 
120, 536 


34,535,197 


37,004, 749 


\ 


ee 


- Per cent of 
: Grand Total 


2 


—$$————— 


1Q0.0 


Bureau of Internal Rever we. 


